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ABSTRACT 
The private residential property market in Hong Kong is investigated in this 
study and a multiple regression pricing model is used to explain factors which affect the 
housing price movements in the period 1980 to 1995 in Hong Kong. 
This study first discusses the sources of demand for housing and then the system 
of housing supply in Hong Kong. Broadly speaking, housing demand can be classified 
into demographic demand, investment demand and speculative demand. Housing 
supply in the private sector, on the other hand, comes from new land disposal by the 
Government and redevelopment of existing properties by the private developers. 
Empirically, a multiple regression model is applied to relate the housing prices with 
socio-economic factors such as population, household, take-up of flats, supply of flats, 
interest rate and GDP per household. It is found that the housing prices are positively 
related to the formation of new households and the GDP per household and negatively 
related to the take-up of flats. The formation of new households reflects the 
demographic demand while the GDP per household is an indicator ofhousehold income 
and thus represents the investment demand. On the other hand, the take-up of flats is the 
actual occupation of flats in a given year and it reflects the realised demand for housing. 
An implication of this empirical housing price model is that the Government 
should boost up the supply of flats to satisfy both the demographic and investment 
demand and to allow higher take-up of flats in order to tackle the problem of housing 
iii 
price escalation. However, in recent years, the Government's measures to stabilise 
property prices focus mainly on how to curb speculation. These speculation-control 
measures may be effective in the short term, but, have side effects and severe long run 
consequences. Firstly, it discourages supply of flats by private developers. Secondly, it 
suppresses housing demand rather than satisfies it and it generates an even higher 
housing demand in the future. Wide fluctuations of housing prices are observed in 
recent years, the housing prices went down after the announcement of the government's 
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In recent years, the private residential property prices have experienced wide 
fluctuations. Real property price first peaked in 1981, bottomed out in 1984, and then 
kept on rising except for two brief corrections in 1989 and 1993. It reached another 
peak in mid-1994 and then began to drop in the third quarter of 1994 and 1995. Real 
property price picked up again in 1996. For the first half of 1996 alone, a 10-20% 
increase in price was recorded for most of the residential flats. The high property 
prices have put home ownership out of reach for many families, especially those 
aspiring first-time home buyers. The press and political parties target it as a major 
public issue. 
There are several reasons to explain this escalation of residential property 
prices. Firstly, it is the inability of the government to accurately forecast the housing 
demand and to provide adequate residential land to build flats. Due to an increasing 
number of legal immigrants from China and the large number of Hong Kong residents 
returning from overseas after obtaining foreign passports, the population projection 
prepared by the Census and Statistics Department on the basis of the 1991 Population 
Census results was seriously underestimated. As a result, the housing demand 
forecast based on the 1991 Population Projection is also seriously underestimated, 
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translating into housing shortage problem and escalating housing prices. 
Secondly, it is agreed that more and more households aspire to become home-
owners as their household income improved, especially when the interest rates remain 
low in Hong Kong. The sharp rise in property prices also encouraged people to buy 
properties as investments or as a hedge against inflation. 
The third argument is on the supply side. Since all land in Hong Kong belongs 
to the government which has the authority to sell or lease the land. Government's 
policy on land leases determines the availability of land for residential uses. After the 
signing of the Sino-British Joint Declaration between the British and the Chinese 
Governments, the supply of Crown land through Crown grant is restricted to 50 
hectares per annum. This quota of land supply deepens the problem of rising property 
prices in Hong Kong. 
The scope of this study confines to the private residential property market in 
Hong Kong. The commercial and industrial markets are excluded from the present 
analysis because they may have very different characteristics from the residential 
market. This project also focuses on the sales market because the escalating sales price 
of residential property is a major public concem in recent years while the rental market 
is relatively stable. 
This study has three main objectives : 
1. To analyse the underlying factors contributing to the housing demand and supply 
in Hong Kong; 
2. To analyse factors affecting property prices and to establish an empirical model 
relating property prices to these factors; and 
3. To evaluate the effectiveness of Government's policies in stabilising residential 
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property prices. 
Since it is difficult to obtain quality data prior to 1980, the study period on price 
movements is from 1980 to 1995. 1996 is not included as some of the 1996 figures are 
still not yet available when this report is being prepared. 
This study comprises of firstly a literature review on housing issues in Hong 
Kong. Secondly, statistical analysis is employed to study the relationship between 
socio-economic variables, flat supply, flat demand and flat price. Most of the data are 
obtained from Government statistics. Each of the factors that may have an effect on 
housing price movements is tested and analysed. The purpose is to suggest price 
equation(s) that would explain the price movements of domestic units during 1980 to 
1995. Thirdly, interviews were made with staff responsible for housing and land matters 
in the Housing Branch, Housing Department and Planning Department to get more 
thorough understanding of the operation of the property market especially on the 




THE SOURCES OF HOUS^G DEMAND 
We observe escalation in flat prices in Hong Kong in the last decade. People 
argue that strong demand on housing is one of the major causes for this escalation of 
housing prices. In this chapter, we analyse the underlying characteristics of the demand 
for housing. It is found that strong housing demand is generated as a result of growing 
demographic demand, growing affluence, a keen desire for home ownership, local and 
overseas investments and speculative interests. 
Demographic Demand 
Potential new demand for housing is generated mainly from newly formed 
households and from upgrading and improvement sought by many of the existing 
households. For the former demographic demand, contributing factors include 
marriages, divorces, new immigrants and expatriates, offset in part by the outflow of 
Hong Kong residents and death of persons living alone. For the latter demographic 
demand, it comes from households that are inadequately accommodated, households 
living in public rental estates, and multi-nuclear and extended nuclear family 
households. 
Jn the past decade, the number of households has increased from 1 417 700 in 
5 
1985 to 1 783 000 in 1995, i.e. a total of365 300 new households were formed in a ten-
year period, ki other words, the annual growth rate amounts to 2.32%. The net increase 
in domestic households is due to marriages, divorces, net balance of immigration and 
splitting of existing households. In comparison, the population growth was smaller. 
�i 
During the same period, population rose from 5 456 200 in 1985 to 6 156 100 in 
1995, an increase of 699 900 persons or an annual growth rate of 1.21% (Table 1). The 
faster growth rate for household than population reflects the changing culture of 
preference for smaller households, causing the household size to decrease. Li 1986, the 
average household size was 3.7 per domestic household, decreased to 3.4 in 1991 and 
further dropped to 3.3 in 1996. Also, during the period between 1986 and 1996, the 
percentage oflarge households with household size of 6 and above dropped signiQcantly 
from 16.0% to 8.2%. Meanwhile, the percentage of small households with household 
size o f2 to 4 increased greatly from 54.2% to 63.3% (Table 2). 
Aside from the housing needs generated by the newly formed households, some 
existing households also have genuine needs for new housing. As revealed from the 
1996 Population By-census, the number of households living in temporary housing or 
sharing permanent living quarters with other households significantly decreased from 
1986 to 1996, implying that more flats must have been built to satisfy the desire of these 
inadequately housed households to improve their living conditions. 
Keen Desire for Home Ownership 
Due to the growing affluence of households as a result of economic growth and 
increasing number of working wives, most of the households prefer home ownership to 
renting of flats. The keen desire for home ownership is fuelled by the expectation of 
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property price appreciation. This explains why buying a flat is always a preferred choice 
to most of the households even though the interest paid on the mortgage is usually 
greater than the rental for a similar flat. 
The results of the 1996 Population By-census show that the proportion of owner-
occupiers (i.e. domestic households owning the quarters they live in) increased from 
35.1% in 1986 to 44.5% in 1996 while the proportion of sole tenants remained at around 
45% over the last ten years. Both sub-letting and co-letting became less common, as 
reflected by a drastic reduction in the proportion of sub-tenants from 5.1% in 1986 to 
1.5% in 1996 and for co-tenants, from 5.9% to 3.4% (Table 3). 
hivestment Demand , 
Private residential flats, just like other investments such as stocks and bonds, are 
investment assets. They can be taken as a store of wealth and a hedge against inflation. 
Returns on investment in properties can be expected from two sources : from capital 
gains or property price appreciation, as well as from rental incomes by leasing out the 
properties. Over the past decade, there was an average increase of 20% per annum in 
the price of private residential flats. The corresponding increase in rental was 12% 
(Table 4). t i comparison, inflation as measured by the Consumer Price M e x (A) 
averaged at 8% over the same time period. 
Livestment demand for private residential flats is derived from the end-user 
demand for rental housing by those households who either cannot afford home 
ownership or purposely choose to rent flats for various reasons. As revealed from the 
1996 Population By-census, some 265 796 households lived in private rental flats, 
representing 27% of the total number of households in the private housing sector. The 
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expatriates, for instance, have a genuine demand for rental housing. People who buy 
flats for investment thus play an important role to meet the end-user demand for rental 
housing. 
The investment demand for flats is further underpinned by the following 
factors:-
1 • Apart from the interest on properties as a result of income generated and wealth 
accumulated within Hong Kong, there is also a substantial inflow of 
employment and investment incomes earned by Hong Kong residents outside 
Hong Kong, notably in China. This inflow has been particularly strong in the 
more recent years and raises the investment demand for new flats; 
2. There is a strong investment demand for properties from external sources, 
including China, in Hong Kong's property market. External investment capital 
is thereby brought into the local market, activating housing demand side by side 
with local investment capital; 
3. Amidst the negative real interest rate in the local economy^，investment in 
properties is commonly taken as a hedge against inflation; and 
4. The influx of expatriates, in line with Hong Kong's development as a major 
regional trading, financial and business services centre, gives rise to a strong 
demand for rental flats. This adds to the inducement of investing in private 
residential flats, particularly at the upper end of the market. 
1 During 1987 to 1995, the interest rate paid on savings deposits ranged from 
1.5% to 6%, but the inflation rate as measured by the Consumer Price Index (A) 
ranged from 5.5% to 12%. 
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Speculative Demand 
Speculative demand differs from investment demand mainly on the motivation 
for acquiring and holding a property. Speculators aim primarily at reaping a capital gain 
in terms of property price appreciation within a short period, whereas investors expect 
both a longer-term capital gain and a steady receipt of rental income. Very often, 
speculators are seen to be hoarding flats whilst waiting for buyers, as vacant flat can be 
sold at a higher price than an occupied flat. Vacancy^ is an indicator for speculative 
activities. Based on surveys conducted by the Rating and Valuation Department, the 
overall vacancy as a percentage of total stock has remained steady at around 4.2% over 
the years (Table 16). However, the vacancy is relatively higher for new and large 
t 
developments. A sample survey of 10 078 units in large developments completed in 
1992 showed that 1 803 units (17.9%) were still unoccupied at the end ofApril 1994, 
i.e. more than a year after completion. A similar sample survey of 17 544 units in large 
developments completed in 1993 showed that 7 099 (40.5%) remain vacant at the end of 
April 1994. These are prima facie cases ofhoarding. 
On the other hand, not all of the vacant flats are attributable to hoarding by 
speculators. There may well be legitimate practical reasons for an owner to keep the flat 
vacant for a while. Also, in the event of a downturn in the property market, some 
speculators may be forced to become investors by holding their flats for a longer period. 
In short, it is difficult in practice to draw a clear distinction between property 
investment and property speculation. 
Rapid turnover of ownership is another indicator of speculative activities. 
2 A unit is regarded as vacant if it is not put to beneficial use, i.e. neither used 
for dwelling nor storage. Premises under decoration are treated as vacant but 
fumished premises awaiting occupation are reckoned to be occupied. 
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Analysis of the sale and purchase agreements with respect to residential property 
transactions presented to the hAmd Revenue Department for stamping between 
February 1992 and March 1994, i.e. since the introduction of the Stamp Duty 
(Amendment) Ordinance 1992^, shows that 8 617 (4.0%) out ofatotal of214 683 sale 
and purchase agreements were resold before assignment, and 13 565 (6.3%) were resold 
shortly after assignment^ • Among these transactions of rapid turnover of ownership, 
5 373 (24%) were in the name of companies. Between 1994 and 1995, short term resale 
accounted for 17.9% of all sale and purchase agreements and the corresponding figure 
for 1995 and 1996 was 10.8% (Table 5). This suggests that approximately one out of 
ten transactions in residential properties could be regarded as speculative. However, as 
there is no figure for short term resales before the introduction of the Stamp Duty 
(Amendment) Ordinance in 1992, the rapid turnover of ownership is not included in the 
housing price model. 
3 The Ordinance revised the payment schedule of stamp duty to the signing of 
Sale and Purchase Agreements. 




THE SYSTEM OF HOUSR^G SUPPLY 
Strong demand alone cannot push up the housing prices if there is enough supply 
to meet the demand. Thus, the politicians also complain the limited supply of flats as 
one of the major causes for housing price escalation. Housing development is a 
complex process involving many parties, hi the private sector, flats are provided by 
private developers. They build flats from land bought from the Government as well as 
from land acquired for redevelopment purpose from existing property owners. It is the 
Administration's role to ensure that sufficient land is provided at the right time to 
facilitate flat production by the private developers to meet the demand by members of 
the public. 
Framework for Land Supply and Housing Production 
The key stages in land supply and housing production is illustrated in Figure 1. 
The initial actions (Task 1, 2 and 3) involve the formulation of a forecast methodology 
and working assumptions for the assessment of housing demand and flat production 
requirements. These tasks are co-ordinated by the Working Group on Housing Demand 
(WGHD) for approval by such bodies as the Chief Secretaty's Policy Group，the 
Housing Authority and the Land and Building Advisory Committee (LBAC). 
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Li parallel with the assessments of housing demand, the Planning Department 
estimates the amount of land supply and flat production (Task 4) from known housing 
projects, new land and redevelopment projects. The estimates are submitted to the 
LBAC's Sub-Committee on Flat Supply (FSC) for consideration and advice. 
On the basis of the above, a broad comparison is then made between housing 
demand and supply (Task 5, 6 ^ d 7). If the supply falls short of demand, the magnitude 
of associated land requirements will be identified and appropriate actions initiated. 
These actions to increase flat supply include encouraging more redevelopment, 
increasing development intensity, allowing more lease modification, identifying new 
housing sites and accelerating land formation programmes and infrastructure provisions. 
Based on the magnitude of land requirements identified to meet the forecast 
housing demand, the Lands Department will make recommendation to the Land 
Commission on the amount of land to be disposed each year (Task 8). 
New Land Disposal 
Supply of land are mainly through Crown grant through auction, tender and 
private treaty (exchange of land and private treaty sale). The source of land is the 
existing land above the coastal line plus reclamation area. According to Annex HI of the 
Sino-British Joint Declaration, total land to be granted each year should not exceed 50 
hectares or additional areas should get the approval from the Land Commission. From 
1986/87 to 1995/96, an annual average of 22.79 hectares of land is disposed for private 
residential purpose (Table 6). The rest of the quota is allocated for other land uses such 
as commercial and industrial purposes. 
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Redevelopment ofExisting Properties 
ln a free market, demand and supply determine prices. However, the property 
market is not a completely free market in that the supply of new land is constrained and 
large areas of land are either owned by a relatively small number of major developers or 
are in fragmented ownership. There are geographical and financial constraints on new 
land production. It is more important, therefore, to encourage redevelopment of land 
which has not been fully utilised. 
The Land Development Corporation (LDC) was established by statute in 1988. 
Its role is to undertake urban renewal in partnership with private developers, with the 
latter providing expertise and bearing the financial risk of development in return for a 
\ 
share of the profit. LDC obtains land through acquisition by purchase or, where 
necessary, through resumption by Government under the Crown Lands Resumption 
Ordinance and subsequent grant. The primary objective of urban renewal is to improve 
housing standards and the urban environment. 
Constraints on Land Supply for Residential Development 
There are various constraints on land supply for residential development: 
1. Transportation 一 the capacity of existing roads restrains the amount of housing 
developments in a particular area. For example, the Pokiulam area is 
constrained by the capacity of Pokfulam Road; developments in northeast New 
Territories is restricted by the capacity of the transport links to the urban area, 
i.e. the Lion Rock Tunnel, Tate's Caim Tunnel and the Kowloon-Canton 
Railway; 
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2. L:ifrastructural capacity - the Territorial Development Strategy and Metroplan 
prepared by the Planning Department have laid down population standards for 
various parts of the territory. The capacity of associated infrastructure is 
designed according to the target population. Any subsequent changes in the 
density of development which would result in an overall increase in population 
would risk over-stretching the infrastructure; 
3. Environment - as public's aspirations for higher quality of living rise, more 
meticulous environmental planning is required to ensure that the consequences 
of traffic noise, wastes and emissions are properly taken into account in site 
selection, and planning and design of residential developments. Often there 
have to be trade-offs between the costs (e.g. lower development density) and 
benefits (e.g. better quality ofliving); and 
4. Competing land uses 一 not all the land which has been formed is available for 
disposal. Some ofthe sites are required for temporary use (e.g. as works areas), 
some are reserved for longer-term developments (e.g. railway reserve and road 
widening) and some may have been zoned for other purposes (e.g. open space 
and GIC facilities to meet longer-term needs). 
Production ofPrivate Domestic Units 
bi the past decade, a total of 312 288 private domestic units have been 
completed from 1986/87 to 1995/96 or an annual average of31 229 units (Table 7). It 
is assumed tiiat around 17 000 units per year come from redevelopment and the rest 
from new land. During 1986/87 and 1989/90，the supply ofnew private residential flats 




1990/91 and rose back to 35 779 in 1991/92. Since then, the production level was 
relatively low and in 1995/96, the annual production was only 22 471 units. The low 
production in 1995/96 may be a consequence of the Government's speculation-control 





CHANGES m HOUSES[G PRICES 
Real property prices have risen considerably in recent years and property price 
escalation has been an issue of major public concern. The underlying characteristics of 
housing demand and supply were analysed in the previous chapters, this chapter 
explains the movements of property prices on the basis of the demand and supply factors 
mentioned above. Factors cited as contributing to the property market boom include 
strong demographic demand, low or negative real interest rates, a booming economy, 
hoarding by developers and landlords, intense speculation, and inflow of hot money 
from China. It is believed that the current property market boom is suffering from 
speculative overheating and the government has been urged to adopt various measures 
to suppress the property market boom. 
Developers on the other hand have called on the government to supply more 
land and to facilitate more housing developments. They have argued that the current 
property market boom is a supply side problem. Since increasing housing supply is 
unlikely to resolve the excess demand for housing immediately, the implicit assumption 
underlying the developers position is that there is a long term shortage in the property 
market and that the current overheating reflects fundamental supply and demand 
conditions rather than a speculative bubble phenomenon. 
16 
Housing Price Fluctuations 
Figure 2 shows that between 1980 and 1995, real housing price first peaked in 
1981，bottomed out in 1984, and then kept on rising until 1995. bi 1980，the average 
price index for the year was 49，it increased to 60 in 1981 and then dropped to its bottom 
at 43 in 1984. Sharp increases were observed from 1985 to 1994 and the index achieved 
another peak at 293 in 1994, nearly seven times higher than that of 1984. Price 
correction was observed in 1995 and the index dropped to 273. The public naturally is 
very concerned about the recent property market boom, which has driven housing prices 
beyond the reach of an average household. 
Several key factors precipitated the rise and fall of the property market in 1980-
t 
81. The dramatic increase of immigrants from China following the China's Open Door 
policy created an enormous demographic demand for housing. The period 1980-81 was 
also characterised by high income growth due in part to a robust world economy and 
low production costs resulting from the wave of immigrants, generating an enormous 
investment demand for housing. 
The property market boom ended abruptly when the real mortgage interest rate 
surged to 3.95% (the nominal rate was 19.25%) in 1981 when the U.S. Federal Reserve 
Bank began to tighten monetary policy during the Reagan administration. The property 
market reached its bottom in 1984 when real mortgage interest rate went up to 6.11%. 
Since 1985, real mortgage interest rates have fallen steadily due to falling nominal 
interest rates worldwide and also to rising inflation rates in Hong Kong (Table 8). The 
economy also began to rebound in 1986 led by the growth of re-exports. Since then, 
Hong Kong have become increasingly integrated economically with southern China and 
especially the Pearl River Delta due to the rapid expansion of manufacturing investment 
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and outward processing activities there. The desire for home ownership was especially 
great during this period oflow interest rates and high economic growth. 
Following the events at Tiananmen Square in 1989，the property market crashed 
but it was brief. Property prices had recovered to their pre-crash levels by year end and 
rose by 14.6% in the following year despite the uncertainties of the Gulf Crisis and the 
impasse over the Sino-British airport negotiations. Real mortgage rates became 
negative in 1991 because of accelerating inflation locally, generating high demand for 
housing and probably contributing to the property price surge. 
Public concem about rapidly rising property prices in 1991 and 1992 prompted 
the government to adopt measures to suppress market demand in a bid to curtail price 
increases and speculation. Speculative activities were reduced after heavy stamp- duties 
were levied on transactions in the pre-sale market, but property prices continued to surge 
unabated. It was after a 70% mortgage ceiling, which had the effect of reducing the 
bank's risk exposure to the property market, that property prices began to fall. 
Although the 70% mortgage ceiling was very effective in curtailing property 
price increases, it had other consequences. Households found it very difficult to 
purchase homes because they could not come up with the initial downpayment even 
though they could pay the monthly mortgage payments. The complaints of the so-called 
sandwich class were most vocal. Finally the government relented and a subsidised 
home purchase scheme was introduced to help the sandwich class. 
The imposition of a 70% mortgage ceiling succeeded in depressing real housing 
prices initially in 1992:Q4 and 1993:Q1. However, real housing prices began to rise 
once again in 1993:Q2. Prices continued to surge in 1994:Q1 and the government once 
again imposed measures to curb housing prices and property speculation in mid-1994 
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through modifications to the Consent Scheme^. The prices then dropped in 1994:Q3 
and continued in 1995. 
The current extended property market boom is a result of many long term 
economic and demographic factors. Low real mortgage interest rates, growing 
demographically driven demand, and rapid economic growth continue to put pressure on 
housing prices unless supply can be increased substantially. 
Affordability ofHousing 
During the late 1980s and early 1990s, the demand for homes was growing faster 
than the supply. The supply of new units after 1989 has not been increasing as rapidly 
t 
as in the earlier period. 
Notwithstanding the continuous increase in household income, the even faster 
increase in flat prices has eroded considerably the affordability position of potential 
home-buyers. Between 1985 and 1995，the median household income rose by an 
average of 13% per annum, while the prices of private residential flats rose by an 
average of20% per annum (rentals by an average of 12% per annum) (Table 4). 
Affordability of home-buyers is determined by several main factors, including 
household income, flat price, mortgage rate and more generally the mortgage financing 
terms. On mortgage financing, the amounts of downpayment and monthly repayment 
are interrelated and are both influential in the affordability calculation. 
5 The Consent Scheme was introduced in 1961 to protect the interests of flat 
buyers and to prevent speculative dealings in undeveloped land. Upon application by 
the developer and on the Director of Lands being satisfied with the financial 
arrangements, the stage of development reached and the acceptability of the proposed 
conveyancing documents, consent for forward sales of uncompleted flats will be 
given, subjected to conditions specified in a consent letter. 
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While a lot of households may have a strong aspiration for home ownership, 
others may prefer to subscribe to rental housing for various reasons, in some cases 
probably just for the time being. Besides owner-occupiers, tenants are also end-users of 
flats. In analysing the end-user demand for private housing, rental affordability is 
therefore also relevant. 
Ownership Affordability 
A commonly-used indicator of ownership affordability is the ratio of average 
monthly repayment of mortgage loan to the median household income^. The higher the 
ratio, the lower is the affordability level. Figure 3 shows that the ownership 
� 
affordability ratio fluctuated from \91Vo in 1981 to 48% in 1984 and remained around 
70% to 110% during 1989-1995. 
1. In the first and third quarters of 1981，the affordability ratio rose to nearly 200%. 
This drastic worsening in affordability of home-buyers was mainly due to the 
sharp escalation in flat price and the record high mortgage rate, which peaked at 
19%. 
2. During 1985 to mid-1988, when the mortgage rate stayed at a relatively low 
level along with a more moderate increase in flat price, the affordability ratio 
improved to 48-60%. 
6 In calculating the ownership affordability ratio, it is assumed that a 
median-income household purchases a flat of 50.0m^ in the urban area at market price, 
pays a 30% down-payment, and makes up for the balance with a bank mortgage loan 
for a period of 20 years. 
7 Due to a possible under-reporting of household income, this ratio is likely 





3. In 1991，there was a substantial price upsurge following the ending of the Gulf 
war and the conclusion of the Memorandum of Understanding on the Airport 
Core Programme. The price surge continued into 1992. Reflecting this, the 
affordability ratio deteriorated to 72-105%. 
4. hi 1993, although the mortgage rate remained low and household income 
continued to rise, the affordability ratio showed little improvement. It stayed at 
86-97%, mainly because of the sustained high flat price. 
5. The affordability ratio deteriorated again in 1994 and 1995 as a result of increase 
in flat price and real mortgage interest rate. 
Rental Affordability -
Rental affordability is measured by the ratio of monthly rental payment to the 
n 
median household income . Again, the higher the ratio, the lower is the affordability 
level. Figure 4 shows that the rental affordability ratio varied between 68-126% during 
1980-1995. m 1980-1982，the ratio remained at a relatively high level ofaround 99%-
126%. Since then, rental affordability progressively improved, apparently due to a more 
abundant supply of rental flats and an improvement ofhousehold income. This suggests 
that renting was in fact a more affordable option than purchasing over the past years, if 
not for the keen desire for home ownership and for the expectation of further price 
appreciation. 
8 In calculating the rental affordability ratio, it is assumed that a median-




MODELUNG HOUSBSfG PRICES 
The purpose of this chapter is to develop a model to explain the changes of 
private housing prices. As mentioned in earlier chapters, there are a number of 
demographic and economic factors affecting the housing prices and the housing prices 
are determined by the forces of demand and supply. < 
Factors Affecting Price Movements 
Demand Side Factors 
1. Population 
The higher the population, the greater the demand for housing it will be. Table 
9 shows the increasing population ofHong Kong from 1980 to 1995. 
2. Household Formation 
Household is a ftmction of the population and is the basic measurement unit of 
occupancy of domestic units. Same as population, more new households formed 
would lead to higher housing demand. Table 10 shows the total number of 
domestic households and the number of new household formation from 1980 to 
1995. 
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3. Gross Domestic Product 
Gross domestic products is an aggregate measure of the total value of net output 
produced within Hong Kong per year, before deducting allowance for 
consumption of fixed capital^. Table 11 shows the figures of expenditure-based 
gross domestic product (GDP), the GDP per capita and the GDP per household 
over the period 1980 to 1995, all at constant (1990) market price. The real GDP 
per household is a measure for average household income. It is expected that an 
increase in real household income will lead to higher aspirations for home-
ownership and thus higher housing prices. 
4. Literest Rate 
Buyers usually acquire properties with the assistance of bank's mortgages, thus 
the higher the mortgage interest rate (usually 0.5 to 1.75 percent above the prime 
lending rate), the larger the monthly mortgage payment it will be and the lower 
the demand for properties. Banks usually require a buyer to have an affordability 
ratioio of 50 percent or less. If the mortgage interest rate increases, less buyers 
will be approved by banks as passing the affordability ratio. 
Furthermore, if interest rate goes up, returns on other forms of investments (e.g. 
fixed deposits, bonds, etc.) may become more attractive. Funds may move away 
from the properties investment market into less risky investments. Demand for 
properties will shrink. Table 8 shows the nominal and real mortgage interest 
rate over the period 1980 to 1995. 
9 The definition is used by the Census and Statistics Department in its issue 
ofEstimates of Gross Domestic Product. 
10 Affordability ratio is defined as the percentage of monthly mortgage 
repayment over the monthly household income. 
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5. Ownership Affordability Ratio 
The ownership affordability ratio (Table 12) reflects the affordability of an 
average households to purchase flats under the prevailing market conditions. 
The higher the ratio, the lower is the affordability level and thus the lower the 
housing demand. 
5. Dummy Variables 
Two dummy variables (Table 13) are also included in the housing price model 
to test firstly, the effect of Government's speculation-control measures in 1992 
and 1994 on the changes in housing prices and secondly, the effect of the 
imposition of a 70% mortgage ceiling in 1992 on the housing price movements. 
It is expected that both measures would have adverse effects on the housing 
prices. 
Supply Side Factors 
1. Total Stock 
Total stock is the total number of private domestic units at year end，adjusted 
after taking into account completion and demolition^ (Table 14). It is 
postulated that the higher the total stock, the lower the housing price it will be. 
2. • Supply of Completed Housing Units 
According to the Rating and Valuation Department, supply in the private sector 
comprises those premises deemed completed by virtue of the issue of either a 
11 The definition is used by the Rating and Valuation Department in its annual 
issues ofHong Kong Property Review. 
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temporary or full occupation permit or letter of compliance (Table 15). Thus, 
supply means completed properties readily available for immediate 
accommodation. The higher the supply of completed housing units, the lower the 
housing price it will be. 
3. Take-up 
Take-up with respect to private domestic premises represents the net increase in 
the number of units occupied in a particular year. The take-up figures (Table 
16) are calculated by adding the supply in that year to the vacancy figures at the 
beginning of the year, then subtracting the year's demolition and the year-end 
vacancy figure^^. Take-up is thus the number of completed units occupied in a 
year, which represents the "realised demand" for the particular year.’ It is 
expected that the higher the take-up, the lower the housing price it will be. 
4. Vacancy 
‘ Vacancy is the amount of excess supply over take-up in a particular year. It is 
postulated that vacancy is negatively proportional to housing prices. Table 17 
shows the vacancy, vacancy rate during the period from 1980 to 1995. The 
annual average vacancy rate is 4.2 percent, which is equivalent to 28 000 vacant 
units per year. 
5. Merest Rate 
Besides affecting the consumers' demand for housing, interest rate also affects 
the developers' supply of housing. Most developers finance their construction 
projects through building mortgage arranged with financial institutions. 
12 
The definition is used by the Rating and Valuation Department in its 
annual issue ofPropertv Review. 
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Therefore, the higher the interest rate, the higher the construction costs it would 
be. The increase in increase rate will thus causes the supply of properties to 
decrease and housing prices to increase. Table 8 shows the best lending rate and 
mortgage interest rate for the period 1980-1995. 
The findings 
A linear regression model is employed to investigate the relationship between 
property prices and the various factors listed above. Results suggest that three factors 
are significant. They are GDP per household (Ds[COME), household formation 
(HHS_FORM) and take-up (TAKE_UP)^^. 
The suggested price equation for private domestic units is listed below : - , 
PRICE = -321.62 CONSTANT - 0.004193 TAKE_UP 
(-4.932) (-2.6¾) 
+ 0.00148 n^JCOME +1.1089 HHS_FORM 
(12.334) (2.219) 
R Square = 0.92808 
Adjusted R Square = 0.91010 
F-Ratio = 51.61693 Degree of freedom 
Sum of Square : Regression 108305.944 3 
Residual 8393.056 12 
The bracketed numbers beneath the factors represent the t-values of the 
respective factors in the equation. All t-values exceed the critical values of2.179 at 5% 
13 The following factors are not significant in the regression model : 
population, gross domestic product, ownership affordability ratio, housing stock, 
supply of completed housing units, vacancy, interest rate and the two dummy 
variables. 
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significant level, representing that the null hypotheses of zero coefficients are rejected. 
As indicated by the adjusted R Square, 91% of variance in the private residential 
property prices is explained by the three independent variables (Table 18). The F-ratio 
of the equation is 51.61693, indicating that the null hypothesis of no relationship 
between the dependent variable (PRICE) and all of the independent variables considered 
collectively is rejected at 5% significance level where F = 3.49. 
The Pearson Correlation Matrix for the explanatory variables is shown below :-
Ds[COME HHS_FORM TAKE_UP 
ESfCOME 1.0000 — — 
HHS_FORM -0.2169 1.0000 
TAKE_UP 0.2279 -0.4996 1.0000 
It shows that the explanatory variables are not highly correlated, it can be 
concluded that no multicollinearity'^ problem exists, bi addition, the Durbin-Watson 
statistic (d)i5 is 2.04549, suggesting that autocorrelation^^ does not exist. 
14 Multicollinearity refers to the situation where two or more explanatory 
variables in the regression are highly correlated; it leads to exaggerated standard errors 
and biased statistical tests. 
15 Durbin-Watson statistic (d) is used for the test to detect autocorrelation; in 
general, a value ofabout d = 2 indicates the absence of autocorrelation. 
16 Autocorrelation is a problem in regression analysis with time-series data, 
where consecutive errors have the same sign or change sign frequently; it leads to 
exaggerated t statistics and to an unreliable R^ and F statistic. 
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CHAPTER VI 
IMPLICATIONS TO GOVERNMENT'S HOUSC^JG POLICffiS 
‘ The escalating housing prices in recent years can be interpreted as a result ofthe 
strong housing demand which can not be satisfied by the limited supply. The results of 
the multiple regression analysis agree well with our previous discussion that both 
housing demand and housing supply are critical factors for determining the housing 
prices. The housing price equation shows that housing prices are directly proportional to 
the formation ofhouseholds and the real GDP per household. The former represents the 
demographic factor while the latter reflects the economic factor affecting the residential 
property market. Jn addition, it can be shown from the price equation that the take-up of 
flats is inversely proportional to housing prices. The take-up of flats is a measure ofthe 
realised housing demand and it includes such factors as supply, demolition and vacancy. 
Lrolications from Housing Price Model 
The price equation implies that Government's actions to stabilise housing prices 
should concentrate on the underlying factors affecting housing prices, i.e. to satisfy the 
demographic and investment demand by facilitating enough supply of flats. However, 
in recent years, the Government's measures to stabilise property prices focus mainly on 
how to curb speculation. These speculation-control measures may be effective in the 
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short term, but, result in severe long run problems and side effects. Firstly, it 
discourages supply of flats by private developers. The supply of new flats by private 
developers has shrunk in recent years in response to Government's administrative 
control on the private residential property market. Secondly, it suppresses housing 
demand rather than satisfies it and an even higher housing demand will be generated in 
the future. The imposition of a 70% mortgage ceiling has made some households defer 
their plans of buying flats and such delayed housing demand will accumulate and 
‘ generate greater housing demand in the future. As a result, wide fluctuations ofhousing 
prices are observed in recent years. The housing prices went down after the 
announcement of the government's speculation-control measures but typically went up 
sharply after a period of price correction. The housing price model tells us that the 
Government's housing policies should target at those underlying factors contributing to 
the housing price escalation and make appropriate actions to facilitate flat production. 
Government's Actions to Stabilise Housing Prices 
The Government's price stabilising policies focus mainly on speculative 
activities. In 1992，a 70% mortgage ceiling was imposed and the Stamp Duty 
(Amendment) Ordinance 1992 was introduced, these measures aimed to prevent the 
developing of a speculative bubble in the property market. However, another market 
boom began in late 1993 and housing price was again a hot topic in the territory. Jn 
response to public concem about rapid increases in property prices in 1993 and 1994, 
the Governor ordered the establishment of the Task Force on Land Supply and Property 
Prices to look into the problem in April 1994. Again, the recommendations made by the 
Task Force focus mainly on how to curb speculation. A range of measures to dampen 
J 
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speculation was implemented in mid-1994. Although the prices dropped in late 1994 
and continued in 1995, the housing prices surged again in 1996. The price movements 
tell us that such speculation-control measures are only effective in the short run. The 
I 
problem will appear again sooner or later. 
Role of Speculators 
It is true that speculators can drive up prices, but they do so only because they 
anticipate future shifts in supply and demand. Furthermore, speculators can profit only 
if their anticipation about future demand and supply shifts are correct. From an 
economic point of view, it is not clear why speculation should be curbed. Speculation is 
t 
economically desirable because it spreads risk. So long as banks remain prudent in 
making mortgage loans and the property market is not inflicted by barriers to entry and 
cartelistic practices, there is really no rationale for regulating a purely voluntaty 
exchange arrangement unless there is a clear case of market failure. 
This is an important point because attempts to curb market speculation in a bid 
to lower housing prices will succeed if and only if anticipated changes in future supply 
and demand conditions are incorrect, hi other words, speculative price increases can be 
curbed if they turned out to be mistakes that are not justified by future shifts in supply 
and demand. Otherwise measures to curb speculation merely suppress demand in a bid 




CONCLUSIONS AND POLICY CONSIDERATIONS 
The present study of private residential property market in Hong Kong draws 
attention to the point that property market fluctuations, including the current property 
boom, can be understood in terms of economic and demographic factors. The surge in 
immigrants population in 1979-80 contributed to the housing boom which collapsed in 
the wake of rising interest rates, economic slowdown, and political uncertainties in the 
early 1980s. When the economic situations improved in mid-1980s, the housing prices 
picked up again. Following a brief correction after the Tiananmen events in 1989，the 
market surged again as real interest rates turned negative and income rose rapidly as a 
result of economic integration with southern China. The market corrected slightly once 
again in response to the imposition of a 70% mortgage ceiling in 1992. But prices 
rebounded due to a large influx of returning residents and overseas employees in the 
latter half ofl993, many of whom were attracted by the economic opportunities in Hong 
Kong. Again, the prices dropped after the announcement of a range of speculation-
control measures in mid-1994, but the prices rebounded in 1996 due to the low supply. 
It is clear that the current spate of property price increases is a result of rising 
demand that is outstripping supply by a large margin. Aspiring homeowners are 
complaining about the affordability of housing and many companies are voicing their 
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concem that rising property and rental costs are eroding Hong Kong's competitiveness. 
The problem has to be addressed by policies to speed up supply. Measures that could 
help to stimulate supply include the provision of more land, speed up the development 
approval processes, and facilitate the redevelopment of the existing housing stock. 
The results of the regression analysis show that the housing prices are directly 
proportional to the increase in new household formation and household income while 
inversely proportional to housing take-up. The price equation implies that in order to 
stabilise the housing prices, the Government should encourage more supply of flats to 
satisfy housing demand generated from both demographic events and economic factors. 
The emphasis put on economic and demographic factors to explain property 
price increases in this study is particularly important in that it casts doubts about the 
relevance of speculative bubbles as the cause of the current property market boom. 
While speculative activities would inevitably rise in the event of a property market 
boom, it is most unlikely that Hong Kong's property market has a bubble phenomenon. 
Bubbles that appeared in the North American and Japanese markets were the result of 
the loose mortgage lending policies on the part of banks and other financial institutions. 
Ln Hong Kong the situation is entirely different because of severe credit rationing in the 
mortgage loan market. 
The effectiveness of attempts to curb market speculation in a bid to stop housing 
prices from rising is suspected. All policy measures that attempt to curb speculation do 
so by suppressing demand, not by satisfying the demand. Demand can only be satisfied 
by providing more housing and a better mix of housing. From a policy perspective, 
measures directed towards suppressing demand does not resolve the problem of excess 
demand. Demand pressures can be temporarily sterilised but will re-exert itself later on. 
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In the long run such interventions worsen the problem by retarding the supply 
adjustment process in the market. 
Speculation has often been blamed for the booms and busts that occur in the 
property market. There is much misunderstanding about the role of speculators in 
property market. One has to realise that property market like all other markets are 
driven fundamentally by the forces of supply and demand, hi competitive markets, 
prices are determined by the interactions of numerous suppliers and demanders. The 
Hong Kong property market is no exception. As in all other markets, prices will 
respond before supply increases in respond to an increase in demand. The adjustment of 
housing supply and demand process takes time. Government policies should either 
allow the market to adjust on its own or if necessary adopt measures to facilitate the 
process. 
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FIGURE 1 
D E R m N G HOUSE^G PRODUCTION REQUEREMENTS 
Assumptions and Methodology 
Task 1 . Housing Demand 
Model ^ 
Total Flat Production ^ ； 
Requirements 
Task 2 
Estimated Supply ofFlats from 
Current Programmes 
Task 3 
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“ V Adequate ？ J 
^ • - - ^ 乂 Task 4 
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Source : Working Group on Housing Demand. Technical Report on Assessment of 

























































































































































































































































































































































































































































































































POPLTLATION AND NUMBER OF DOMESTIC HOUSEHOLDS, 
1985-1995 , 
• Y££L Mid-year Population No. ofDomestic Households 
1985 5 456 200 1 417 700 
1986 5 524 600 1 473 100 
1987 5 580 500 1 496 100 
1988 5 627 600 1 532 600 
1989 5 686 200 1 549 000 
1990 5 704 500 1 599 000 
1991 5 752 000 1 601 900 
1992 5 800 500 1 633 500 
1993 5 901 000 1 677 700 
1994 6 035 400 1 729 100 
1995 6 156 100 1 783 000 
Annual Growth Rate 1.21 % 2.32% 
Sources : Census and Statistics Department. Hong Kong Annual Digest. Hong Kong 
Government. Various issues. 
General Household Survey Section. Census and Statistics Department. 
Hong Kong Government. 
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TABLE 13 
DOMESTIC HOUSEHOLDS BY HOUSEHOLD SJZE, 
1986, 1991AND 1996 ’ 
1986 1991 1996 
Household Size Number % Number % Number % 
1 214 921 14.8 225 930 14.3 276 906 14.9 
2 237 177 16.3 290 585 18.4 356 969 19.2 
� 3 251 507 17.3 307 558 19.4 372 574 20.1 
4 299 050 20.6 359 904 22.7 445 768 24.0 
5 217 838 15.0 225 933 14.3 251 093 13.5 
6 and over 232 083 16.0 172 305 10.9 152 243 8.2 
Total 1 452 576 100.0 1 582 215 100.0 1 855 553 100.0 
Average household size 
3.7 3.4 3.3 
Source: Census and Statistics Department. 1996 Population Bv-census Airmnary 




DOMESTIC HOUSEHOLDS BY TENURE OF ACCOMMODATION, 
1986，1991 AND 1996 ’ 
1986 1991 1996 
Tenure Number % Number % Number . % 
Owner-occupier 506 926 35.1 673 067 42.6 824 184 44.5 
Sole tenant 657 818 45.4 719 954 45.6 842 236 45.4 
� Co-tenant 85 274 5.9 63 683 4.0 62 733 3.4 
Maintenant 24 353 1.7 12 209 0.8 9 205 0.5 
Sub-tenant 73 570 5.1 41 505 2.6 28 424 1.5 
rentfree 31 486 2.2 16 969 1.1 22 631 1.2 
Provided by employer 66 262 4.6 52 685 3.3 63 835 3.4 
Total(i) 1 445 689 100.0 1 580 072 100.0 1 853 248 100.0 
Note : (1) The figures exclude domestic households Hving on board vessels. 
Source : Census and Statistics Department. 1996 Population By-census S n m n i a r y 
Results. Hong Kong Government. 
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TABLE 11 
PWCE AND RENTAL MOVEMENTS OF PRWATE DOMESTIC UNITS, 
1985-1995 ‘ 
Private Domestic (All Classes) 
^ CPI(A) Price Indices Rental Indices 
1985 72.8 48 57 
1986 74.9 53 62 
� 1987 79.0 65 68 
1988 84.9 79 7 9 
1989 93.5 100 100 
1990 102.6 111 110 
1991 114.5 153 119 
1992 125.2 215 130 
1993 135.9 237 140 
1994 146.9 293 170 
1995 159.7 273 173 
Annual Growth 8.2% 19.8% 11.7% 
Sources : Census and Statistics Department. Hong Kong Atiiinal Digftgf Hong Kong 
Government. Various issues. 
Rating and Valuation Department. Hong Kong Property Review. Hong 
Kong Government. Various issues. 
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TABLE 11 
SHORT TERM RESALES, FEB 1992-MAR 1996 
~ Feb92-Mar94~~~1994/95~~1995/96 
Total chargeable agreements analysed (a) 214 683 84 660 94 884 
Resale before assignment cases 8 617 3 936 2 040 
Resale shortly after assignment cases^ ^^  13 565 11 244 8 232 
Total speculative cases by reselling property (b) 22 178 15 180 10 272 
Total speculative cases/ 
Total chargeable agreements ((b)/(a)) 10.3% 17.9% 10.8% 
Speculation using companies 
(i) Where the property itself is sold 5 373 3 096 1 848 
(figure forms part of (b) above) 
(ii) Where shares in the compmy are sold 2 210 1 200 1 356 
(stanq> duty avoided) 
Total speculative cases using co. ((i)+(ii)) 7 583 4 296 3 204 
Note (1): Refer to resale within 2 years after sale and purchase agreement. 
Source : Rating and Valuation Department. Updated Property Market Statistics. 




LAND DISPOSED FOR PRWATE RESBDENTL\L DEVELOPMENT 














Source : Planning, Environment and Lands Branch. Land Disposal Report. Hong 
Kong Government. Various issues. 
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TABLE 11 
ANNUAL PRODUCTION OF PRWATE DOMESTIC UNITS, 
1986/87 - 1995/96 ’ 
— Year Private Housing 
1986/87 34 130 
1987/88 35 285 
1988/89 34 440 
\ 
1989/90 36 125 
1990/91 26 560 
1991/92 35 779 
1992/93 27 354 
1993/94 31 982 
1994/95 28 162 
1995/96 22 471 
參 
Total 312 288 
Annual 31229 
Source : Rating and Valuation Department. Hong Kong Property Review. Hong 
Kong Government. Various issues. 
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TABLE 11 
MORTGAGE ES[TEREST RATE AND DEFLATION RATE, 
1980-1995 ’ 
PeriodAverage Mortgage Interest Rate Inflation 
Year BestLendin^Rate(i) NominaP R^ 触⑶ 
1980 13.63 15.38� -0.Q4 15.42 
1981 17.50 19.25 3.95 15 30 
1982 14.18 15.93 5.47 10.46 � 1983 12.32 14.07 4.09 9 98 
1984 12.51 14.26 6.11 8 15 
1985 8.17 9.92 6.65 3.27 
1986 7.06 8.81 6.06 2.75 
1987 6.60 8.35 2.85 5.50 
1988 7.89 9.64 2.14 7 50 
1989 10.54 12.29 2.24 10.05 
1990 10.46 12.21 2.44 9.77 
1991 9.41 11.16 -.0.88 12.04 
1992 7.32 9.07 -0.27 9.34 
1993 6.50 8.25 -0.30 8.55 
1994 7.26 9.01 0.92 8.09 
1995 8.95 10.70 1.99 8.71 
Notes :(1) Best lending rate refers to the rate quoted by the Hong Kong and Shanghai 
Banking Corporation Limited. 
(2) Mortgage interest rate is assumed to be 1.75 percent over the best lending 
rate. 
(3) Tnflation rate is calcukted based on the Consumer Price Mdex (A). 
Source : Census and Statistics Department. Hong Kong Annual Digest. Hong Kong 
Government. Various issues. 
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TABLE 13 
MDD-YEAR POPULATION OF HONG KONG, 
1980-1995 , 
XlBL Population Growth Rate (%) 
1980 5 063 100 . 
1981 5 183 400 2.38 
1982 5 264 500 1.56 
1983 5 345 100 1.53 
1984 5 397 900 0.99 � 1985 5 456 200 1.08 
1986 5 524 600 1.25 
1987 5 580 500 1.01 
1988 5 627 600 ‘ 0.84 
1989 5 686 200 1.04 
1990 5 704 500 0.32 
1991 5 752 000 0.83 
1992 5 800 500 0.84 
1993 5 901 000 1.73 
1994 6 035 400 2.28 
1995 6 156 100 2.00 
Source : Census and Statistics Department. Hong Kong Annual Digest. Hong Kong 




NUMBER OF DOMESTIC HOUSEHOLDS E^ HONG KONG, 
1980-1995 , 
No. of Domestic 
Year Households Household Formation Growth Rate (%) 
1980 1 190 500 51 500 . 
1981 1 244 740 54 240 4 56 
1982 1 311 600 66 860 5 3 7 
1983 1 334 300 22 700 1 73 
1984 1 378 700 44 400 3 3 3 
1985 1 417 700 39 000 2.83 
1986 1 473 100 55 400 3 91 
1987 1 496 100 23 000 1 56 
1988 1 532 600 36 500 2 44 
1989 1 549 000 16 400 1.07 
1990 1 559 000 10 000 0.65 
1991 1 601 900 42 900 2.75 
1992 1 633 500 31 600 1.97 
1993 1 677 700 44 200 2.71 
1994 1 729 100 51 400 3.O6 
1995 1 783 000 53 900 3.12 
Source : General Household Survey Section. Census and Statistics Department. 




GROSS DOMESTIC PRODUCTS AT CONSTANT (1990) MARKET PRICE, 
1980-1995 ‘ 
—Year GDP ($M) GDP Per Capita GDP Per Household 
1980 310 499 61 375 260 249 
1981 339 044 65 460 272 662 
1982 348 364 66 174 265 741 
1983 368 171 68 830 276 089 
1984 404 872 74 957 293 939 
1985 4Q6 619 74 548 286 997 
1986 450 411 81 528 305 757 
1987 508 763 91 168 340 059 
1988 549 302 97 609 358 412 
1989 563 368 99 076 363 698 
1990 582 549 102 121 373 668 
1991 612 016 106 401 381 770 
1992 650 347 112 119 396 553 
1993 690 223 116 967 410 529 
1994 727 506 120 540 419 190 
1995 762 007 123 781 425 060 
Source : Hong Kong The 1997-98 Budget. Estimates of Gross Domestic Product 
1961 to 1996. Hong Kong Government. 
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TABLE 12 



















Note (1) : It is derived by averaging the quarterly figures ofa year. 
Source: Rating and Valuation Department. Updated Propertv Market Statistics. 




VALUES OF DUMMY VARMBLES, 1980-1995 
Year Speculation-Control 70% Mortgage 
Measures Ceiling 
1980 0 0 
1981 0 0 
1982 0 0 
1983 0 0 � 1984 0 0 
1985 0 0 
1986 0 0 
1987 0 0 
1988 0 0 
1989 0 0 
1990 0 0 
1991 0 0 
1992 1 1 
. 1993 0 1 
1994 1 1 
1995 0 1 
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TABLE 11 
STOCK OF PRWATE DOMESTIC UNITS, 
1980-1995 
X^ Total Stock GrowthRate (%) 
1980 477 100 5.02 
1981 501 280 5.07 
1982 522 080 4.15 
1983 541 510 3.72 � 1984 563 005 3.97 
1985 592 165 5.18 
1986 625 075 5.56 
1987 657 845 5.24 
1988 691 825 5.17 
1989 725 640 4.89 
1990 752 170 3.66 
1991 781 326 3.88 
1992 805 073 3.04 
1993 832 607 3.42 
1994 866 009 4.01 
1995 885 677 2.27 
Source : Rating and Valuation Department. Hong Kong Property Review. Hong 




SUPPLY OF PRWATE DOMESTIC UNITS, 
1980-1995 
Y ^ Total Supply Percentage ofStock 
1980 24 490 5.13 
1981 33 475 6.68 
1982 23 140 4.43 
1983 21 620 3.99 � 1984 22 270 3.96 
1985 29 875 5.05 
1986 34 105 5.46 
1987 34 375 5.23 
1988 34 470 4.98 
1989 36 485 5.03 
1990 29 400 3.91 
1991 33 380 4.27 
1992 26 222 3.26 
1993 27 673 3.32 
1994 34 173 3.95 
1995 22 621 2.55 
Average 24 506 4.45 
Source : Census and Statistics Department. Hong Kong Anmia1 Digftgt Hong Kong 




TAKE-UP OF PRTVATE DOMESTIC UNITS, 
1980-1995 
Y^r Take-up Percentage qfStock 
1980 19 845 4.16 
1981 18 265 3.64 
1982 18 800 3.60 
1983 25 600 4.73 
1984 24 590 4.37 
1985 29 505 4.98 
1986 30 335 4.85 
1987 35 105 5.34 
1988 33 945 4.91 
1989 23 745 3.27 
1990 30 675 4.08 
1991 23 350 2.99 
1992 22 683 2.82 
1993 27 316 3.28 
1994 23 250 2.68 
1995 24 715 2.79 
Average 25 733 3.91 
Source : Rating and Valuation Department. Hong Kong Property Review. Hong 
Kong Government. Various issues. 
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TABLE 11 
VACANCY AND VACANCY-RATE OF PRTVATE DOMESTIC UNITS, 
1980-1995 ‘ 
Year Vacancy VacancyRate (%) 
1980 17 000 3.6 
1981 29 700 5.8 
1982 31 700 6.0 
1983 25 530 4.7 
1984 22 435 4.0 
1985 22 090 3.7 
1986 24 665 3.9 
1987 22 330 3.4 
1988 20 225 2.9 
1989 30 295 4.2 
1990 26 150 3.5 
1991 33 006 4.2 
1992 34 069 4.2 
1993 32 247 3.9 
1994 40 712 4.7 
1995 36 200 4.1 
Average 28 022 4.2 
Source : Rating and Valuation Department. Hong Kong Property Review. Hong 







* * * * M U L T I P L E R E G R E S S I O N * * * * 
Listwise Deletion ofMissing Data 
Equation Number 1 Dependent Variable.. PRICE realprice index 
BlockNumber 1. Method: Enter TAKE_UP mCOME HHS_FORM 
Variable(s) Entered on Step Number 
1" HHS_FORM Householdformation 
2.. mCOME Real GDP per household 
3.. TAKE_UP TakeupofprivatefIat 
Multiple R .96337 
R Square .92808 
Adjusted R Square .91010 
Standard Error 26.44657 
Analysis ofVariance 
DF Sum of Squares Mean Square 
Regression 3 108305.94417 36101.98139 
Residual 12 8393.05583 699.42132 
F = 51.61693 SignifF= .0000 
Variables in the Equation 
Variable B SEB Beta T SigT 
TAKE—UP -.004193 .001575 -.240401 -2.663 .0207 
mCOME .001480 1.1995E-04 .988073 12.334 .0000 
HHS_FORM 1.108860 .499640 .199838 2.219 .0465 
(Constant) -321.619814 65.215839 -4.932 .0003 
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